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PREFACE AND ACKNOWLEDGEMENTS 


Two facts which make the subject of rent controls a difficult 
one to deal with became very apparent to the researchers during work on 
this paper. One was the deficiency In information which governments and 
other agencies have collected on rents and the rental market In Metro= 
potitan Toronto. The other was the tremendous complexity of the subject. 
The complexity we had to tive with and become famijiar with, The lack 
of information (especialty a valid and substantial Toronto rent survey) 
we have attempted to fil! by combining the best avaliable data from all 
_ bossible governmental and non-governmental sources. 


Despite the paucity of the Information I+ is stil! apparent 
to us that rent controls are a desirable policy option at thls time. 
The researchers did not start with that opinion, and rather, have come 
_ to the conctustons found herein on the basls of the evidence obtained 
regarding the historical rise of rent controls In Canada and elsewhere. 
of the present housing shortage situation. Some are, perhaps many, and 
it ts to curb these that rent control Is needed. We think that those 


responsible landlords who have not been demanding exorbitant increases 





WEEE ba able to continue their operations under @ rent control scheme 
such as we have proposed without detriment. | 


Social Planning Council! views the rent controls Issue as a 
developmental one. Much more needs to be known regarding rents and related 
housing conditions, and it seems safe to predict that the rent controls 
Issue will be with us for some time. This statement should not be 
read as a final statement on the Issues therefore, since further research 
can be expected on Issues such as costs, and since any new program Imple~ 
wanted by. the Provincial Government wil} undoubtedly warrant further 
analysis, especlaily to better assess tts probable or actual effects. 
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were most helpful. The analysis and conclusions are those of the 
researchers and the Soclal Planning Council and do not necessarily 
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Councli, whose astute and helpful comments oreatiy improved this paper. 


TABLE OF CONTENTS 


Page No. 
SUMMARY 
_ SECTION ONE: INTRODUCTION 


A, Rent Controls In a Crists Housing Market | 
-B, What Is Meant by Rent Control? 
C. Rant Control and Tenant Security 2 
DO. Some Questlons 


2s. SECTION TWO: HOW BAD IS THE RENTAL HOUSING SITUATION 
Rega IN METRO TORONTO? r 
CON AS Vacancy Rates 4 
BS Rents and Rent increases 3 
Gs Dwelling Starts and the Housing Shortage 9 
0. The Tenants and Probable Hardship Patterns Vy 









CTION THREE: THE ARGUMENTS FOR AND AGAINST RENT CONTROL [5 
A. The Arguments For Rent Control 15 
8. The Arguments Against Rent Contro| 17 


C.. Conclusion 22 





SECTION FOUR: THE RENT CONTROL OPTIONS AND A PREFERRED PROGRAM 24 


A. The Rent Contro{ Options oa 
B.A Preferred Rent Contro! Program 38 








va FIVES —CONCLUS TONS es ba 
A, The Needs for Rent Controls and a Preferred Rent 40 

ee Contre! Program 
“By The Houstng Supp ly ee 
oo. Gyo Tenants Rights pie 
oo Dk Rent Substdies 45 
a Publicity and Public Education 43 
information Needs and Polley Planning a4 
Housing as a Soelal Good 44 





ENT CONTROL JN OTHER JURISDICTIONS 






| bi ogranny 


ra Bs 


SUMMARY 


Most .urban centres in Canada today experlence a severe housing 
Shortage. Housing starts have fallen. The past several years have seen 
fantastic Increases In the value of all housing. Rents have Increased 
at higher and higher rates, and many cases of unreasonable Increases or 
“gouging” have been reported. Metropotitan Toronto has experienced 
this housing crists more intensely perhaps than other centres, with 
tighter and tighter vacancy rates, a growing gap between what housing is 
needed and what is bul!t, a tremendous increase fn homelessness among 
families. 


ete taie esi waver ecient enh aed oarqonie eA arene 


eee Co my rates apch ene uses inaprneecntre rari 
TTT A ert lin ROAR Hl yp amma sc Pyrenean meaner mene 


urban Canadians, and especially those on low or fixed Incomes. This 
fallure provides both the major historical antecedent.to the "rent contro! 
debate” and a major consideration in weighing the benefits and risks of 


rent controls, 


Not surprisingly, the current housing crisis has led to a 
major confrontation In Metropolitan Toronto {and other centres as well) _ 





on the issue of rent control. in the tast year this issue has been 
closely fought between tenants’ organizations on the one hand and the 


powerful rental housing and development Industry on the other in Metro- 
palitan Toronto. 


Spokesmen for the rental industry's major landlords have made 
many Claims about the effects of rent controls In other cities and 
countries, Many of the claims of the development industry relate to 
“horrer stories” of urban decay, bureaucratic jungles, etc. Others, 
not spokesmen for landiords, point out major errors in the interpretation 
of these "horror storles'. Tenants! organizations report fantastic 
. cases of rent gouging -~ rents going up 40 percent, 50 percent or more. 
Yet others arque that most rent increases are modest especlaity fn 


“Hight of overal | inflation. Who should the averane citizen belleve? 
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Most people In Toronto and other urban areas are undoubtedly 
puzzled by the hard questions about rent control: 

~ How fast are rents rising? 

~ How badly are rent controis needed? 

~ What are rent controis? What are the options? 


~ WHEEL rent controls In themselves solve the rental housing 
problem? 


~ Will rent controls stop the construction of new rental 
housing? 


~ WEE] rent control!s produce urban blight and decay? 


~ Are rent controls generally speaking a wise policy chofce? 
in Metropolitan Toronto today? 


~ tf we need rent controls, what kind of rent controls 
should be implemented? 


- How fong should rent contro!s be expected to last? 


Recognizing that a housing shortage and thus the rent contro! 
Issue will be before us for some years, and recognizing the partisan 
Interest of most of those making the case for or against rent controjis, 


the Social Planning Council! has produced this background analysis of the 





rent and rent control Issues. it represents a thorough review of 
existing matertals on rent control! -~ the theory and the practice In 
places where is has been implemented. tt reaches several major con- 


clusfons, among them: 


~ that the major evils of rent contro! outlined by opponents 
(especially the rental housing and development industries) 
tend to be overstatements or distort!ons of experlences else- 
where, In many cases rent controis are blamed for probtems 
that would have occurred even without rent controls. 


~ rent controts can not be blamed for urban bdIight or decay In 
Targe American ciffes suc such as New York, 


policy option in Uetropolitan Tes and d_prob- 
ably # for or most other Targe CanadTan u urban centres. 
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Operated at the regional municipality level (in Torento this 
means lietro Toranto} or, (in the event that there Is no regionai 
government), at the municipal level. 


rent controls must be Introduced in conjunction with the 
strongest sort of reinforcement of tenants' rights. especially 
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protection from eviction or termination of leases without cause. 








rent controls must be introduced in conjunction with the 
Strongest possibie efforts to stimulate the rental housing 


market, and especially to create a dramatic expansion In the 
Supply of non-profit and public low-income housing. 
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would have been considered before October 1975. pi 





any rent controls introduced now relying on an across-the- 
board increase should be regarded as Interim, since such a 
formula may have inequities for some landlords, unti! an 
equitable formula can be found to replace an across-the~board 
rate of Increase. 


because Intense speculation in housing over the past two years 


_has driven many rents up sharoly, and because of an_apparentty— 





significant level of gouging. there should be a retroactive 
application of any rent control formula to January 1974, with 
an across-the-board retroactive ceiling no higher than 8 percent 
per annum, Onus should be on the landlord to Justify any higher 
increases to the rent review board, and higher increases should 
be allowed only when justified by the landlords demonstration 
of higher costs. 
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Say Six months starting October 1975, a ceifing of 4 percent 
per annum should be appiied. Onus should be on the fandlord 
to justify any higher Increases to the rent review board and 
higher increases should be allowed only when Justified by the 
jandtord’s demonstration of higher costs. 
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- in addition to rent contro!s, rent subsidies or other retiet 
must be provided by the Province for tenants whose rents cause 
hardship even after rent controls are implemented. 


Additionally, we note a number of other conclusions with 
respect to: the need for a broader and more sweeping review of and 
reform of tenants rights; the need for a strong public education campalgn 
regarding any new rent control programs; a grants purchase-of-service 
system to make use of tenants’ organizations In public education regard- 
ing rent controls; the need for an Immediate and very strong research 
program on rents, fandiord costs, and housing conditions to afd the 
development of maximally equitable rent control formula, and to ald 


"fine-tuning" of the rent contro! system. 


Finally, we look again at the blager picture: housing. Rent 
controls do net necessarily stop housing development. Neither do they _ 





provide new housing. The question of how best to ensure adequate hous 
ing for all remains. How should people In Ontarlo and Canada as a whole 
view the fallures of the private development and rental housing 
Industries? Can the private housing industry, given Incentives and 
encouragement, supply the need, or is much more direct governmental 
intervention necessary? Implementing a rent control system should not 
turn us from this more difficult debate. 


SECTION ONE: INTRODUCTION 
At tmmnn Rent Controls In a Crisis Housing Market 


Toronto's deteriorating hous!ng situation has been documented 
many times. The situation today Is generally regarded as having reached 
crisis proportions, with rising costs and shrinking vacancies curtalling 
the abl lity of more and more famiiles to find adequate accommodation for 
an affordable cost. 


For those who cannot or do not wish to buy thelr own home, the 
posttion Is acute. Vacancy rates hava plummetted, new bullding is almost 
at a standsti!i and rent increases in the order of 30 to 50 per cent are 
increasingly reported. Conversion of rental to condominium unlts, and 
of family to adult-only bulidings further restrict the options aval lable 
to tenants. The response to this situation by tenants and many others 
Interested In the housing scene has been a growing demand for the [ntro- 
duction of rent controls. 


B._..... that Is Meant by Rent Control? 





The term 'rent control! arouses many reactions, depending In part 
on the meaning It has for the Individual. The debate on the toolec Is com 
piicated by the variety of meanings which can be understood. . Every form of 
restraint or review from a complete freeze to a system that essentially 

_ lets the landlord do what he witl can be encompassed. Thus, for example, 
the federal government's Iimited dividend scheme, In which a developer Is 
loaned money at below-market rates In return for below-market rents, can be 
called a form of rent control. The concept Is vague, but Is usually 
narrowed by each Individual to what he or she thinks is meant by the term. 


Rent contro! Is used throughout this paper to mean any form of 
rent regulation, restraint or review, from the most to the least stringent, 
“without Implytng any particular position within that range. 
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Cs _._kent Confro! and Tenant Security 


Rent control cannot.be discussed In a vacuum, without cofisider- 
ing other questions pertaining to rental housing. Rent controi must be 
considered In the [ight of the larger question of tenant security. The 
right of al! Canadians to have access to good quality housIng they can 
afford! has become a cliche, a “motherhood” statement with which few would 
argue. it Is usually taken to mean the production of enough housing of 
‘varled types and costs that each Canadian household can abtafn decent 
accommodation. But there Is another aspect to the right of housIng: the 
right of tenants to enjoy full possesslon of thelr homes (and stab! lity 
in thelr domestic Ilves) for as long as they see fit. 


Under the present system tenants occupy thelr premises under 

sufferance of the landiord, with very few curbs on evictions or other ter- 
mination of tenancies. This Is an Intolerable position for tenants, with 
the possibIlIty of having to seek new accommodation always before them. 
In [971 the Bureau of Municipal Research asked, "Are our legisiators pre- 
pared to allow a tenant to stay on as long as he wishes and to be removed 
only for cause? And at what rental?" To dats, our legistators have not 
been prepared to allow tenants this security. Rent contro] Is obviously 





a key point In the Issue of tenant security, and the present debate around 
rent contro] rafses agafn that basic question, since rent controls requlre 
strong protections agalnst unwarranted eviction or termination If they are 
to be effective. 


Dd. Some Questions 


What do we and others mean by rent control? What Is the rental 
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housing situation In Metro Toranto which Is calling forth derands for rent 
control? What are the arguments for and agalnst rent contro! (and In what 
form have rent controls or constraints been adopted elsewhere)? What kind 
of rent contro! is needed In Metro Toronto? These are questions which 
must be examined before an Informed positton can be taken on the desir- 


abillty and form of rent control In Metro Toronto. 


Each issue Is treated at some length in the remalnder of this 
paper. Section Two deals with the current rental situation tn Metro 
Toronto. Section Three examines arguments for and against rent contro}. 
in Section Four of the paper, some of the many possible features of rent 
control programs witl be identified and thelr advantages and dangers 
noted. In Section Five of the paper, some conclusions are presented 
regarding the need for rent control, kinds of rent control needed, and 


related housing policy concerns, 
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SECTION TWO: HOW BAD IS THE RENTAL 
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HOUSING SITUATION IN METRO TORONTO? 








Even with the new generation of peacetime rent contro! legis- 
lation a crisis in housing has been seen as a necessary prerequis!te 
for Introduction of rent controls. A difficult hous!Ing market brings 
to the fore the fact that housing Is a basfc necessity. When the market 
falls to supply enough housing at an affordable cost, the position of 
tenants becomes severe. Providing tenants with some security becomes 
Imperative. This Is the context within which the discusslon of rent con- 


tral Is taking place in Metropolitan Toronto. 


A, Vacancy Rates 





The situation tn Toronto today Is a dismal one for the tenant 
{particularly the fow Income tenant) seeking to find and hold accommoda~ 
ton. The vacancy rate In private apartments has been consIstently below 
4 per cent for the fast seven years, and frequently below 2 per cent. 
(See Figure i) While estimates vary (between 3 and 5 per cent) as to the 
Cut-off point below which It Is undeslrable for the vacancy rate to fall, 





by most standards this Is an unhealthy sltuation. Among [fs most Intqul= 
tious effects we see what appears to be a notable upswing In the Incl dence 


of doubling up and of homelessness among fam! Iles. | 
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i. A number of recent newspaper articles report families {Iving In tents, 
and doubling up (one case with 17 people In one apartment). As of 
October 1975, Metro's Emergency Family Hostel reports that demand was 
greater and famiiles are stay!ng longer because of the housing crists. 
In 1974, the Social Planning Council's study The Rent Race found temp- 
orary homelessness to be a major problem of Toronto's soclal assistance 
recIplents. 


Floure | 
Vacancy Rates in Privately Initiated Apartment Bul ldings of 
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Source: Central Mortgage and Housing Corporation 
Apartment Vacancy Survey 


B. Rents and Rent Increases 
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Low vacancy rates and high rents put tenants [n an Intolerabia 





pos!tion, where they can nelther hoid thelr present accommodation nor 
find alternative housing they can afford. tn 1974 Social Planning 
Counctt's study The Rent Race documented the extreme housing hardships of 
Toronto famiites on Social Assistance, especially the Inadequacy of hous- 
Ing allowances [n relation to high rents faced, and the very extreme sub- 
standard conditions of much of the housing studies. Yet similarly sound 
analysts of other renting groups, or of the Metro renter population as 


a whole have not been conducted. 


Hard figures on rent and rent Increases in Metro ara impossible 
to find, and what Is avallfable must be treated with some degree of caution. 
We note three surveys which Indicate something about rent changes. in a 
survey of a selected sample of Urban Davelopment Institute apartments con- 


ducted by Metro Tenants Federation In the Summer, mean rental Increases 


‘ § 7 , 


over @ one year period were found to be 14.2 per cent to 18.2 per cent. 

in a study conducted by students In a sample of North York bulldings, 
averages Increases of i7 per cent were found. Ontarlo Ministry of Housing 
has conducted a survey of Its own which reportedly shows average Increases 
of 11.7 per cent. Each of the surveys of course must be regarded with 
some scepticism: the Ministry of Housing survey, by virtue of the secret 
nature of Its method (the report ts stiff unavailable) and the others by 
virtue of uncertaln response rates. | 


Stlil, these reports and the !Iittle more reliable materfal we 
do have would seem to Indicate a sudden upsurge In rents over the past 
“two years. Table | shows the average rent requested for vacant apart~ 
“ments of various sizes In the census metropo!ttan area” in December 1973 
and 1974 and April 1975. This shows that the asking price for bachelor 
apartments had Increased at an annual rate of 12.6 per cent in the 16 
month perlod, that for one-bedroom apartments at an annual rate of 18.2 
pér cent, two-bedroom apartments at an annual rate of 28.3 per cent and 
three-bedroom apartments at an annual rate of 30.8 per cent. This does 
hot mean that overall! rents In Metro had risen by these percentages in 
——_—_-thts-_perted,buttaken withthe ttgures tn tTabte 2, showing the -prepor-— 
: tlon of apartments In varlous rental ranges at these dates, It does 
indicate an Increasing jack of avallabl lity of apartments In the lower 
price ranges. 
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i. Generally, these surveys tend to have a low completion rate wherein 
large numbers of those approached do not respond and are excluded 
from the study, thus reducing rellablilty of results. 


2. Cansus Metropolltan Area comprises Metropolitan Toronto pfius such 
surrounding municipal!lttes as Markham, Pickering, Richmond HII1, 
Aurora, Mississauga, Oakville, etc. 
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Table i 


Asking Rents for Vacant Sample Units, Census 
Metropolitan Toronto Area (Privately Initlated 
Apartment Buildings of Six Units or More) 


Bachelor |-bedroom 2-bedroom 3«bedroom 
Dacember 1973 149 i73 207 258 
is 1974 162 213 282 34 | 
" 1975 174 215 285 364 


Per cent annual rate 
of Increase Dec. 
1973 - Apr. i975. 12.6 18.2 26,3 30.8 
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Source: Cantral Mortgage & Housing Corporation: Apartment 
Vacancy Survey 
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December December Aprfl 











1973 1974 1975 

Bachelors 

Per cent under $150/mo. 48 22 19 

Per cent $150 - $199 50 75 65 

Fer cent $200 and over 3 % 15 
Qne bedroom 

Per cant under $180/mo. 72 {3 if 

Per cent $180 ~ $229 28 66 63 

Per cant $230 and over 3 20 27 
Two bedroom 

Per cant under $210 69 10 6 

Per cent $210 - $259 24 39 42 

Per cent $260 and over 10 5| 53 
Three bedroom 

Per cant under $270 74 18 3 

Per cent $270 ~- $319 2) 37 3I 


Per cant $320 and over 9 AS 66 
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Source: Central Mortgage & Housing Corporation: Apartment 
Vacancy Survey 
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Further indications of a worsening rent situation are the number 
of phone calls recelved by such bodies as the Landlord and Tenant Advisory 
Bureau, and Metro Tenants Federation asking for help and advice tn the 
face of Impending large rent increases. Although In 1974 only 7 per cent 
of phone calls to the Landlord and Tenant Advisory Bureau were on the sub- 
Ject of rent Increases, this Is an Increasing trend, and calls on this 
subject have more than tripled since 197!.! In the last four to five 
months most phone cal!s to Metro Tenants Federation have been on the sub- 
Ject of rent Increases, whereas previously tenants had phoned with a 
varlety of concerns. For the first time, the Soclal Planning Counc} | 
Itself has also been receiving enquirles from concerned tenants on what 
comprises a “reasonable rant Increase. 


We rote then that rents generally, and for vacant apartments 
especially, seem to be going up at rates quite In excess of general Infla- 
ton in 1974 and 1975, Yet it must be noted that not all rents are going 
up ata rapid rate, Offferent landlords raise rents in differing ways 
depending on differences In costs and efficiency, greed, obligation to - 
tenants and perception of what the market wlll bear. This Is itlustrated 


by data from a survey of housing needs of the elderly conducted by the 








Soclal Planning Councit in Spring of this year. This survey showed for 
example the foltowing distributlon of rent Increases among a silghtly 


specialized sample of elderly househo ids” from January 1974 to January 
1975, 
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i. Report on the Landford and Tenant Advisory Bureau to Soctal Services 
and Housing Committee from the Commisstoner of Soclai Services, 
Metropolitan Toronto. April 7, 1975. 


.@. Telephone conversation, 29 July, 1975. 








3. The sample was comprised of households that had experlenced no member- 
ship change tn 1974 and satisfied certain other requirements of a 
family expenditure survey. 
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Table 3 
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Some Rental Changes for a Sample 
of 81 Elderly Households* 





Number of 
Cases Per Cent 

No increase in [974 26 See 
_ Under 5% i3 16.0 
5 = 1096 24 29.6 
10 = 159 | He 13.6 
15 = 20% 4 4.9 
Over 20% 3 Bae | 
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*8! private market tenants in a sample of 300 elderly 
househoi ds 


if the variation tn rent increases is considerable, as evidence 
would lead us to expect, then we might note that there are dangers In a 
rent control system that sets a flat rate of Increase: many landlords who 
nave given lower Increases in the past may suddenly decide to raise rents 


at the standard rate. Thus the maximum rental Increase allowable under a 





flat rate system tends to become the minimum. Some tenants may be saved 


from gouging by such a system but others may face even higher rents. 


Ge ___Dweiling Starts and the Housing Shortage 


Some retief trom rising rents would be expected If a farge 
supply of new units were to be made available In the near future. How- 
ever, there Is very little prospect of this In the Metro Toronto situa- 
tion, Owelling starts In the municIpailty have plummetted from a high 
of 30,182 in 1968 to a tow of 16,272 In 1974 (see Figure 2). [ft starts 
for 1973 continue at the same rate as that for the first quarter, 1975 
wlll see even fewer dwelling starts - somewhere In tha region of 8,000. 


Ali of this adds up to a housing shortage for Metro Toronto of many tens 
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Flgure 2 
Owefitng Starts 
Municipality of Metropolitan Toronto 
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Source: Central Mortgage and Housing Corporation 


of thousands of housing units, since Metro population Is thought to be 
growing by about 25,000 households per year, and in light of a longer 
term historical shortage of considerable magnitude. ! 


it is clear that under present circumstances tIttle rellef can 
be expected In the form of naw buliding. Moreover, given the usual 
fength of time from the Initlation of new housing to Its completion, 17 
seems safe to project no significant change In numbers of starts for 
several years, and a likely worsening of the housIng shortage. This 
suggests that even the most ambitlous stimulation of the housing market, 
and even the most ambitious governmental housing program wl!) probabiy 


leave a need for rent controls over at least a four to five year perlod. 


In discussing the rental housing situation, it fs useful to 
know who are the tenants of Toronto. Who are the people affected by the 
vagaries of the rental housing market? Are they a cross section of the 





population In general? Or groups that would suffer hardship in the face 
of high rent Increases? 


Here again, as with rent Increases general patterns may be 
noted, but rellable up-to-date Information Is not readily avallable. 
The 1971 census shows that In the Metropolitan Toronto census area about 
half of all households are renters. The largest proportion af rental 
households had heads between the ages ef 25 and 34 years. This age 
range contained 31.8 per cent of renting household heads, whtle a further 
13.6 per cent were under 25 and 12.6 per cent were 65 and over. (See 
Table 4), 
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|. Paterson Planning & Research, Housing Needs In the Metropolitan 
Toronto Planning Area, Toronto, 1969. The Paterson study Ident! fled 
a shortage of 59,000 units In 1966. Our estimates are that this has 
probably Increased to well over 100,600 In 1975. 
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Table 4 
Renting Household by Age of Household Head 
Census Metropolitan Area 1971 
Age of Head ____ Number Per cent _ 
Under 25 49,930 13.6 
as ge: San spy GRD aE LER. cana | VOs OR Soe GRAM EMER RR AAS ade ace ae 
35-44 62,380 17.9 
45-54 48,865 13.4 
55-64 38,075 10.9 
65+ 43,975 12.6 
Total 349,210 100.0 





Source: Statistics Canada 


Unfortunately figures are not avaliable on household size or 
Income, but some very general Inferences can be made from the age break~ 
down. In general the young and the old are at the lower end of the Income 
scale, and earning abliity reaches Its peak about the mid-thirtles. 





The years 25 to 34 are also the major child-bearing years, when the young 
family tends to be expanding. Approximately three-fifths of tenants, 
therefore, are of an age when Income Is likely to be fixed or jow 

relative to need and almost one third are Itkely to be young fami ilies 
starting out trying to care for young chlidren, with diminishing prospects 
of achieving the common ideal and security of purchasing a home. 


Information on the proportion of income spent on rent by 
tenants In Metropolitan Toronto is another useful Indicator of hardshIp, 
with most experts in the area presently agreeing that astembdy,.ought... 
feistopey MO Peta B=perconh-ofudhubRIOnanLarGhoLber . Good 
Information on this varlabie fs as difficult to find as Information on 





rents and rent Increases, but there are Indications that the situation 
's quite desperate for many people, particularly those In the low Income 
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groups. The Social Planning Counc!!, fm a survey conducted In late 
1973, early 1974 found that 57 per cent of social assistance reciplents 
renting In the private sector [n Metro Toronto pald between 25 and 50 
per cent of thelr Income for shelter, and a further 30 per cent paid 
over haif. This is a very clear case of hardship In this group. 


Two recent surveys done by the Federation of Metro Tenants’ 
Assoclations and North York Tenants respectively also point in the 
direction of constderablte hardship, particularly among low income 
tenants. Respondents In the Federation of Metro Tenants’ Associations 
survey reported a mean proportion of Income spent on rent of 30 per cent. 
Like most averages, this conceals a wide variation, with tenants 
earning fess than $4,000 per annum (13 per cent of the returns) calcul- 
ating that they paid an average of 75 per cent of their Income for rent, 
and those earning between $4,000 and $6,000 (14 per cent of returns) 
that they paid an average of 47 per cent. The North York survey reported 
that 19 per cent of respondents, a majority of whom were senlor citizens 
or others on fixed incomes, pald more than half their [ncomes for rent, 


and that for 22 per cent rent took between one third and one half of 





thelr Income. While it may not be possible to generalize safely from 
alther of these surveys, It Is obvious that a substantial number of 
tenants are under financial stress and therefore unable to cope with 
large rent Increases without taking money away from such ofher need 


areas as food and clothing. 


All of the data taken together, (the decline In housing 
starts, the numerous [Indicators of rapid rent escalation (especially 
for vacant rental housing), and the apparent!y very high portions of 
fami ties! tncome going Into shelter cost) points to the direst kind 
of rental housing situation. {It Is a situation In which the private 
housing market has falled miserably to meet the needs of Toronto, 


especlally the needs of moderate and low Income groups. 
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it Is this fallure that underlines the need for rent 
control, and It Is in light of this failure that we must appralse the 
arguments for and agalnst rent control. 
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SECTION THREE: YHE ARGUMENTS 
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A. The Arguments for Rent Control 


Securtty of Tenure as an Argument for Rent Centrol 


Security of tenure {s Inextricably entwined with the case for 
rent control. Proponents of tenant security argue that no person should lose 
his or her home without fust cause and be subjected to the stress of 
Searching for and moving Into new accomodation. Causes for eviction or 
non-renewal of leases should be clearly defined and applicable to all 
rental accomodation throughout Metro. Unless tenants g!ive cause as 
defined, they should be free to occupy thelr home for as long as they 
wish. Any measures In this direction however would be meaningless with- 
out some form of rent control so that tenure Is seen as the right to 
keep renting In the same dwelling with reasonable or modest Increases 
'n rent as time goes by. Without rent control, no tenant Is secure, 
and without securlty of tenure stable family I!fe ts all but Impossible. 


* 


Soctal Justice and the Alleviation of Hardships 





After safeguarding tenant security, the basic argument In 
favour of rent control Is the need to protect tenants from unjust econ- 
omle hardship. Rent contro! halts a masslve draln of Income from tenants. 
Manyytenente already pay more for shelter than the generally accepted 
Standard of 25 per cent of their Income, ‘and In time of rapidly rising 
rents the problem becomes more acute. 


Rent control can keep the costs of shelter from making 
excessive demands on tenants' budgets and prevent a higher Incidence 
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Of pages 6, 12 and 13. 
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of tenants spending up to and over one half of their Income on shelter. 
The benefits of this to low and fixed-income tenants are obvious. ft 
would maintain thelr standard of jiving and give freedom from the inces~ 
sant worry as to whether the next rent Increase will force them to cut 


back on basic necessities. 


Unearned Benefits 
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One of the major factors leading to rapidiy Increasing rents 
is the Inflationary nature of the tand market. A shortage of land com- 
bined with a high demand for competing uses feads to an ever-upward 
pressure on costs. {In this situation whenever a property changes hands 
the new owner has substantially higher costs than the seller, costswhich 
have to be recovered by higher revenues. The price paid is artificlatly 
high, driven up by the shortage and not by any Intrinsic merit of the 
land. A rent control scheme can help counter this Inflationary trend. 
The inflated prices reflect the unfortunate side effects of many public 
decistons and also the fallure of the private rental market ~- a faliure 
that should not reflect to its benefit. A limlt on the returns allowed 
wilf mean that land is a less attractive investment at unrealistically 
inflated prices, and will reduce the pressure towards selling or re- 


financing In order to realize capital gains. 





Scarcity Is not the oniy feature from which benefits accrua to 
The tandlord in excess of his actual Investment in the property. Property 
vaiues increase In response to community investment also. Neighbourhood 
Improvement, urban growth, public Investment and action of many kinds 
serve to ralse property vaiues. With a Iimit on the amount of return a 
landlord can accumulate from these unearned benefits some of the benefits 
from public Investment accrue to the residents of the community who 
usually benefit feast ~- the tenants. 


It is apparent that rent control alone will do nothing to 
solve the basic situation. A shortage of accommodation and undesirably 
low vacancy rates can only be terminated by an infusion of new housing. 
Rent control tn itself cannot procure security of tenure and relfef from 
all consequences of a tight housing market, yet wel! designed rent con- 
fro! legislation can, especially if connected to solid fegtstation pro- 
tacting tenants' rights, provide a major too! for achieving these goals. 
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The arguments agalnst rent contro! are many and varied. 
However, they fall Into two main categories: predictions of detrimenta! 
consequences assumed to follow automatically from rent control], and 
complaints of the Inefflclency and Injustice of rent control. 


several key assumptions underlying the arguments agalnst 
rent controt do not hold water. These Include: the assumption that the 
housing market !s a free and uncontrolled market to begin with; the 
assumption that the rental houstng market operates atfectively to deal 
with communtty needs when left to Itself. In fact, the housing market 
is Intenslvely regulated on a number of dimensions already, In terms of 
Interest rates, land uses, densities, housing standards and occupancy 
restrictions. in fact the rental housing market does not seem to be 
working to respond to community needs, and Industry has falled dismally 
in recent years In meeting housing requirements of major sections of 


the community, espectally fow Income groups, the elderly, and familles 
with children. 


Additionally, the case against rent controls has until now 
(October 1975) rested mostly on the assumption that rent controls 
cannot be fairly Implemented In the absence of economy~wide wage and price 
controls. The recent federal moves to Introduce general controls of 
course set this argument astde, and allow a much stronger case for strong 
rent controls than would have been possible up to now. 


The uncertain validity of some of these assumptions Is 
exceeded by the uncertainty of many of the dire predictions made about 
Pent controls, by those who oppose them. [n some cases there Is a real 
concern that must be deait with In the structuring of rent controls. 
Gut In most cases, these predictions represent a clear overstatement or 
distortion of expertences [In other Jurlédlctions. 
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Argument against rent control #1: Rent Contro! Stops New 
Bullding 





This argument rests on the assumption that rent control Is 
the only factor which deters Investment In rental housing. This Is 
obviously too simple an assumption. There are many factors aslde from 
anticipated rental revenue to be taken Into account. Mortgage rates, 
tax shelter provisions, availability and cost of land, anticipated 
capital gains, municipal planning, all play a part. While rent control, 
where It Is practised, may be a factor In discouraging new buliding, It 
is difficult to see It as an Important factor when new construction Is 
already so low without rent control. 


in Metropolitan Toronto rental housing has become an 
unattractive Investment for reasons other than rent control. Dwelling 
starts have been declining since 1969, (see Figure 2) long before rent 
contro| became an Issues. [tf can be argued that If rents were allowed 
to climb high enough, the law of supply and demand would operate and 
new rental accommodation would be built. i+ Is precisely this cyclical! 
effect with Its long time jags, which creates problems for tenants and 
whitch some form of rent regutatton-woutd het p-even—out, 








tn other jurisdictions with rent control, new construction 
has not necessarily been reduced: Thus new construction has continued 
throughout 24 years of rent control in Quebec. Thus New York City 
experlenced extensive over~bulid!ng of remtal housing In the 1960's, 
even though rental controls were In effect. And Ricketts, In a recent 
articie In the Financtail Post, polnted to a greater fall In apartment 
construction starts tn Ontarlo than In the two controlled provinces, 
British Columbla and Quebec. | 
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1. Ricketts "Rent Contro|s: How Well Do They Really Work?" Financlal 
Post, August 30, 1975, 
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Argument Against Rent Gontrol #2: Rent Control Leads to 
Buliding Abandonment 





Aecording to this argument, the small fandiord, operating 
without room to maneuver financtally and often at a loss, finds Joss of 
revenue because of rent control the jast straw, stops paylng taxes on 
the buliding and finally abandons I+. In recent months this has been 
polnted to by both the Urban Development institute and the previous 
Minister of Housing, Donald Irvine, as the direct result of rent controls 
in New York City. 


j 


Yet tax delinquency and bullding abandonment Is a phenome- 
non In many American cities, both with and without rent control, and 
many uncontrolled bulidings In New York have also been abandoned. The 
Department of Housing and Urban Development In WashIngton reports that 
“our older metropolitan areas have been reported to be troubled by 
residential abandonment for several years." Of the six major cltles 
for which estimates of large numbers of abandoned units are glven, only 
one, New York City, Is subject to rent controts. | And other citles with 
. fent controls, such as Ne® Haven, Connecticut and Cambridge, Massachus- 





—etts; are not noted tor high rates of abandonment.~ 


Obviously other factors related to the decay of the centre 
» Of Amertcan cities and the deterloration of neighbourhoods would seem to 
be more relevant to thls phenomenon that rent control Itself such that 
the abandonment argument generally must be Judged Inadequate. 
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aL Letter from Department of Hous!ng and Urban Development, August 7, 
: 1975, 


2. Ricketts, op. cit. 
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Argument Agatnst Rent Control #3: Rent Control Leads to 
Buliding Deterioration 


This argument states that when the landlord's net operating 
Income {s curtalled by ristng operating costs without correspondingly 
rising rents, bullding repalr and malntenance becomes the mechanism by 
which the net operating profit !s adjusted. However, a rent control | 
measure tied to operating costs would to a large dearee remove this | 
probiem. Further, other measures such as allowlng the tenant to repair 
and deduct from the rent, or allowing rent reductions for deterlorated 
property, would halp ensure the standard of maintenance. This argument 
represents one of the more vaild criticisms of rent control programs {n 
other jurisdictions. Yet It may be difficult to generalize, since !t 
connects to the somewhat uncertain abandonment arguments (see above), 
and since rent control formulae can be des!gned to encourage upkeep. 
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It Is easy to see that [f some unIts are controlled and 
others not controlled, this could lead to fess mobility and under- 





utiftzation of housing. However I+ was found In New York Clty that bad 
distribution of space was not significantly greater in controlled units 
than In uncontrolied untts. | (In any event completely rational occupancy 
of housing stock Is a dream In a system in which everyone Is entitled 

to what they can afford to buy) 


Mobility, also, is affected by factors other than rent 
control. In a situation of partlal rent control, clearly tenants [n 
controlied units wll! tend to remaln In place. However, this tendency 
would be overcome If af! units were controlied. Furthermore, the most 
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+. Emliy Paradise Achtenberg, "The Social Utility of Rent Controf™ in 
Houstng Urban America; J. Pynoos, R. Schafer & C.W. Hartman 
{(eds.): Aldine, Chicago, 1973. 
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Inhibiting factor In mobliity Is a lack of alternative avallable 
accommodation at affordable prices. This appears to be the situation In 
Metro Toronto today, where tenant mobility fs curtalled without rent 
contro! entering the picture. 


Argument Agalnst Rent Control #5; Rent Control Leads to the 


nt 
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Growth of a black market Is seen as Inevitable under rent 
control, wlth practices such as the demand for “key money" or payment for 
"fixtures and fittings becoming common. These practices are common In 
New York City and London and have been reported in British Columbia. 
However, a black market ts most |!kely fo grow where there Is both a 
controlled and an uncontrolled sector or where there are no curbs on 
evictions or non-renewal of leases. Furthermore, two factors contribute 
to the growth and perpetuation of this situation: lack of public 
awareness of the legalities of the situation and lack of adequate pollc- 
ing. A massive public education program combined with adequate policing 


would do much to militate against a black market In housing, although {+ 





is doubtful that tt could be comptetety eradicated. 


Argument Against Rent Control! #6: Rent Control is 
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Discriminatory Against Landlords 


Opponents of rent control say: In a time of overall Inflation 
renta | property owners should not be the only industry to be controlied. 
Furthermore, they argue landtords should not be held responsible for the 
welfare of thelr tenants; that 1s the purpose of the governmenta! 


Income securlty and social service networks. 


it Is true that rent contro! Is a selective mechanism, but 
it {s untrue that rental property owntng would be the only controlled 
industry If rent contro{s were Introduced. Public regulation of such 


private Industries as telephone, energy and rallways has been a fact of 
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life In Canada for some time. And the prices of many other Important 
items such as jiquor and foods are directiy set or influenced by govern- 
ments. 


The justification In these cases has usually been the need 
to protect the public from a monopoly situation. The justification for 
discriminating against fandiords to contro! rents Is the need to protect 
the public In a necessity of jife that consumes the targest single portion 
of Their income. This, of course, as noted above, is a practise that 
finds many exIsting examples In the food and eneray sectors. 


It ts true that tandiords cannot be expected to subsidize 
tenants' welfare. However nelther should they be allowed to make 
exorbitant demands on the tenant, far In excess of what Is needed to 
securs them a reasonable profit. For investors wishing to make a killing 


there are other, higher risk Investments than rental housing. 


The discrimination argument is of course without Interest 





in light of the broader federal wage and price regulations now tn place. 


Gs Conclusion 
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The arguments entered in the debate around rent control as 
part of a resoiution of the rental housing crisis can be categor!zed 
as follows: ‘those for rent control are largely derived from welfare 
and soclalt justice concerns, those against are largely dire predictions 
of the consequences and complaints of inefficiency and Injustice. The 
two sets of arguments are obviously based on different assumptions, one 
does not answer the other. The predicted dire consequences based on 
apparent experlence in other jurisdictions do not stand up to close 
scrutiny, while it fs apparent that a rent contro! system can be devised 
that goes a long way towards meeting the complaints of possible In- 


efficiency and injustice. The welfare and soclal Justice concerns remain 


Ps 


paramount, and it Is In the SIght of this that we consider the Imposition 
of rent controls to be justified and a desirable policy option for Metro 


Toronto today. 
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SECTION FOUR: THE RENT CONTROL 
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A. __The Rent Control Options 





As mentioned In the Introductory section of this paper, the 
term "rent contro!" can mean many things to many people. Few except 
these who have wrestled with the problem directly realise how exceed~ 
ingly complex the Issue Is, how many dimensions there are to the concept 
and the variety of options posstbie under each dimension. Which options 
are decided upon depends upon often unarticulated viewpolnts and assump~ 
tions such as how long rent controls are expected to last, what com~- 
prises a "fafr return” for landterds, how far tenants should be protected. 


in order to tilustrate the complexity of the problem and help 
clarify thinking on the subject, we set out below a series of tables 
showing the dimensfons along which decisions have to be made, the 
possible choices under each, and our assessment of thelr destrabil!ty. 
These dimensions are often Inter-related, and a deciston on one wili lead 
automatically to a cartain position on another. It Is hoped that the 
reader. wiil find this format helpful In understanding the full meaning 





of This complex subject. (Note: These options are assessed mainly as 
relating to Metro Toronto, but most assessments apply to the general 
cass also.) 


Administration and Implementation 


Starting with one of the simplest of the decisions to be made, 
there {s the question of where rant controls will be enforced and what 


lave! of government will be responsible for thelr administration. 
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TABLE 5: WHERE SHOULD RENT CONTROLS BE ENFORCED? 





preuacerertin 




















Overal! 
Options Comments Assessment 
a. Province-wi de ~ Would encompass areas without a 
rental problem. 
- Only way of protecting all tenants. 

b. In Municipal- ~ Catches urban areas where problem Preferred 
ities above a greatest. option 
es ~ Allows for Municipalities to be 
ROP Included as they grow and presum- 

ably run Into rental probiems. 

c. in Munfictpal- - Unstable, presumably Municipal- Poor 
ities below Itles would be included and 
certain vacancy excluded as vacancy rate 
rate fluctuates. 


~ Administratively difficult. 
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TABLE 6: WHO SHOULD DECIDE WHERE RENT CONTROLS WILL BE ENFORCED? 
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Overal] 


Opttons Comments Assessment 





casing emecey 








a. Province ~ Province-wide scheme. 
(Mandatory for 


- No allowance for any loca! 
all selected Y 


variations. 


a irae ene eal Sea 
b, Munictpality by ~ Tenants would get protection or Preferred 
taking up option not depending on palltical com- option 


position of Council, 


~ Allowance for focal varlations. 
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TABLE 7: WHO SHOULD BE RESPONSIBLE FOR 
ADMINISTERING AND FINANCING RENT CONTROLS? 
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Options Comments Assessment 
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a. Province ~ Better off financially than Muni- 
cipalities. 


~ Not responsive to focal differences. 


- Centralized decision-making may be 
cumbersome . 





bd. Regional ~ Avoids splintering what Is In effect 
government one market, @.g. Metro Toronto. 


- More responsive to local differences. 


- Metropolitan Toronto has experlence 
with Landlord and Tenant Bureau. 





c. Municipality ~ Most responsive to focal differences. 
- Already contro} Inspection mechanisms. 
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d. Combination ~ Possibly difficult to decide div- Preferred 
Iston of responsibilities. option 
~ Could provide good mixture of Pro- 


vinelal financial power and focal 
abl lity to Implement. 
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TABLE 8: WHERE SHOULD RENT REVIEW BOARDS BE APPOINTED?* 
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Overal | 
a. Provinclal fevel - Too removed. Poor 
~ Could get swamped under cases. —— __ 

b. Reglonal govern-  - Reasonable access to tenants. Preferred 
ment level = Covers a broader housing market. option 
c. Municipal level! - Falrly easy access for tenants, Preferred if 

gestae Oe eee POS ee OES ones eee 
ad. Nel ghbourhood ~ Eastest access for tenants. 


level - Most expensive. 
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*This is inter-related with the questions of who should be responsible 
for administering and financing rent controls and the rent contro! 
formula to be used. Thus, If the munictpality were to be responsible 
for administering rent control, a provincial office would be unlikely. 
Equally, a rent control formula that elther froze rents completely or 
allowed across the board percentage Increases without exceptions might 
be adequately administered by a provinclal office. 
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Accommodation Covered: Inclusions and Exemptions 


A somewhat more difficult question to be settled, [f only by 


virtue of the number of options Involved, Is that of which bufidings or 


untts should be covered by any rent control scheme and which, {ff any, 


should be excluded. 


This Is an important concern, since exclusions exist 


under most rent controls, but few persons are aware of the fact and its 


Implications. 


TABLE 9: WHAT RENTAL ACCOMMODATION 
SHOULD BE INCLUDED UNDER RENT CONTROLS? 
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Options 








_ 


a. All rental 
accommodation 
Is controlled 
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Comments 


Most equitable. 


Depending on rent contro}! formula, 
most difficuit to administer. 


Avoids problems of having a con- 
troiled and an uncontrolled sector. 
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Overall 


Assessment 
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Preferred 
Option 
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b. Ail buftdings 
over a cartaln 
number of units 
are control led 


Probably exemots small owners and 
owner-occuplers from controls, which 
are difficult to administer tn these 
cases, depending on formula chosen. 
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c. Small or non- 


Exempts class of tenants much In 





setf-contained 
unfts are 
exempted trom 
controls 





d. New bulidings (or 
bulldings under 
certain age) are 
exempted from 
controlts 





e. High=priced 
accommodation Is 
exempted from 
controls 





need of protection, rooters; 


Poor way of exempting families lett- 
Ing one or two rooms In thelr home. 


Sald to encourage continued invest-~- 
ment in rental housing. 


Creates controlled and uncontrolled 
markets, with concomitant problems. 


Encourages construction of high- 
priced accommodation only. 


Widens rent gap between new and 
ofder bulidings. 


Encourages construction of high- 
priced accommodation only. 


Creates wide gap between controlled 
and uncontrolied markets, making 
controls more difficult to remove. 


Might perpetuate prior unwarranted 
and exortitant price Increases. 
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Reasonable 

to allow sett- 
ing of a first 
rent, but 
shoutd be 
controlied 
after that 
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TABLE 9: 
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WHAT RENTAL ACCOMMODAT iON 


SHOULD BE INCLUDED UNDER RENT CONTROLS? (Cont.) 
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beds Overal! 
. Options Comments Assessment 

f, Owner-occup led ~ Definition needed - does a rental Poor 
bulfdings are office mean owner-occupled? 
exempted Company offices on the premises? 

~ Avalds problem of trying to 
estabilsh management and malntenance 
costs where carrled out by owner, 
but only for occupfed bulldina. 

~ Exempts family renting one or two 
rooms In home. 

g. Bulidings where - Difficult to establish proportion Preferred 
owner occuples occupled by landlord. option 
Bere ADD Garten Poor way of exempting family homes, 
proportion of 
space are duplexes (triplexes, quadruplexes, 
exempted® (City eee on eae some 
Of Toronte Gl) apartments over stores. 
proposed 25 per - Avolds problem of trying to establish 
cent) management and maintenance costs 

where carried out by owner only for 
owner-occupled bulidings. 

h. Buildings ~ Difficult to establish real extent 
belonging to of ownership. 
owners 
eeraprcetaeng = Generally exempts smalt-owners—and 
certain number avoids problem of estabdjishing 

management and mafntenance costs 
of bulldings or h ted outs 
unite are where carried out by owner. 
exempted ~ Exempts family homes and many 
rooming houses. 

1. Public housing - Already subs!dfzed and charges Preferred 
is exempted below-market rents, option 

-~ Could resuit in public housing 
tenants paying greater proportionate 
increases than private tenants, 

- Rents set In entirely different way. 

~ No profit to contro!. 

Jj. Non-profit - No profit to contro}. Preferred 
housing fs “ ; option 
exempted - Increases already tiled to costs. 


Below-market rents charged. 
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*This seems reasonable since It is probably administrativety unfeasible to 
deal with the hundreds of thousands of owners who rent out part of their 
homes , 
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TABLE 9: WHAT RENTAL ACCOMMODATION 
SHOULD BE INCLUDED UNDER RENT CONTROLS? (Cont. ) 
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Overall! 
Options Comments Assessment 
k. Limited dividend ~ Rents already controtled to some 
housing Is extent. 
ee a - Might encourage continued private 
Investment. 
~ Many loopholes In present scheme. 
- Could result tn Itmited dividend 
tenants paying higher proportionate 
Increase than controlled tenants. 
1, Mixed-use « Definition needed - varlety store Poor 
bulidings are mean mixed use? Day care centre? 
exenpied -~ Exempts apartments over stores. 
~ Would exempt many new bulldings fn 
City of Toronto where mixed use fs 
being encouraged. 
m. Furnished ~ Leaves too blq a loophole tn rent Poor 
accommodation controls. 


is exempted ~ Exempts roomers badly in need of 


protection. 

~Poorwayof exempting tamites 
renting one or two rooms In thelr 
home. 
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The Rent Control Formula:' How allowable Increases are 
Calculated 
The single most difficult decislon when building any rent con- 
trol scheme Is that of which formula to use to ilmlt rent Increases. The 
varlous options and their combInations are complicated and sometimes 
difficult to understand. The problems presented by each require careful 
consideration. 


Most rent contro! schemes try to allow the landlord same rate 
of refurn over and above his operating expenses, or In other words some 
level of profit. This approach has two basic problems: how to calculate 
the rate of return and what Is allowable [In the way of operating costs. 
Wea percelve three basic ways In which this rate of return can be calcula 
ted: a percentage of the market value of the bullding as determined on 
a fixed date; a percentage of the equity the landlord has Invested In the 
bullding; a fixed dollar amount, usually that earned by the landlord at 
a set date (ties each landlord's maximum Increase to actual cost Increases). 
Equity Is the actual cash a landlord has Invested, that Is, hls original 
downpayment plus the amount of any mortgage princtpal repayments he may 
have made. 





Another way of controlling rents focuses on the amount of rent 
increase allowed rather than on the rate of return aliowed. Under thts 
method a stralght across-the-board percentage Increase !s allowed all 
landlords, regardless of their costs or profits. The most drastic way 
of controlling rents, of course, fs a complete rent freeze, with no 
increases allowed at all. Among other things, the appropriateness of 
one formula as opposed to another may depend on the length of time rent 
controls are expected to last. 
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1, Much of this discussion Its taken from Less Rent More Control: A 
Tenants Guide to Rent Control in Massachusetts: Urban Planning Aid, 


inc., Cambridge, Mass., 1973, 
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TACLE 10: HOW SHOULD ALLOWABLE 
RENT INCREASES BE CALCULATED 
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, Overall 
Options Comments Assessment 

a. Rent freeze ~ Easy for tenants to police. Poor 

-~ no Increases : except for 
-~ Easy administratively. very short 
~ Politically difficult. run 
~ Very short term. 

- Unfalr to non-gougers. 

b, Rents increase as - Difficult for tenants te police. 

costs Increase. : Sonaaeeite cam . 
Landlord return 7 Requires sianificant administration. 
is pegged at per -~ Difficulty defining and establish~ 
cent of value of Ing value. 

publ dtng - Must be vafue at same date for all 

bulldings., 

- Current market vaiue allows 
return on Inflated values. 

~ Market value at some base date 
discounts Inflation fn housing 
market, 

- Purchase price penalfzes long- 
term, stable landfiords. 

c, Rents Increase as ~ Difficult for tenants to police. Acceptable 
costs increase. : bee Ae Bey ‘ 
Landford's return 7 Requires significant administration. 
Is pegged at per ~ Difficulty [n defining and estab- 
cent of equity lishing equity. 
ets i - Long~term owners not allowed to 

g benefit from Increased value. 
- Encourages refinancing if 
refinancing can be passed on to 
tenants, 

d, Rents Increase as ~ Difficult for tenants to police. Preferred 
costs increase. . io eee oae : option for 
Landlord's return 7 Recufres significant administration. long run 
is pegged at per - Owners allowed ta benefit from 
cent of base date increased vatue to fixed date. 


accrued equity 
(calculated by 
subtracting out- 
standing mortgage - Discourages resale. 


from bul Idling Difficult to establish value 


value at fixed date ~ 
and adding accrued and accrued equity at fixed date. 


principal payments 
to present) 


a i i 


~ Mintmizes discrimination against 
jong-term owners. 


TABLE 10: HOW 


5 


SHOULD ALLOWABLE 





ee 
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e. Reats Increase as 
costs fncrease. 
Landiord's return 


is pegged at 
flxed dollar 
amount 


Pertenece ACIP a recor 


f. Across-the-board 
rent increase, 
no appeals 























g- Across-the-board 
maximum increase, 





with any case for 
higher Increase 
based on proven 
Increases tn 
aliowable costs 
only 


aieadaetatan eterno ee 


~ Too high maximum means many rents 





RENT INCREASES BE CALCULATED? Cont.) 
Overal | 
Comments Assessment 
ST na re POI TNT 
Difficult for tenants to police. Good In 
- Large administration. eneka: Sa 
Difficulty establishing dollars 
earned In base year. 
Provides no Incentive for 
inefficient landlords to Improve. 
Reduces profit In real dollar 
terms. 
Easy for tenants to police. Poor 
Easy administratively. 
Ditficulty setting amount. 
High allowed Increase means many 
rents are higher than without 
rent contro]. 
Low allowed Increase means 
genulne joss for some fandlords. 
- Possible for tenants to police. Preferred 
option fn 
~ Minimizes administrat = ee 
ME tion, depend +e 
ing on applications for excep- pune 4¢ 
NODS: Increase 
Difficulty setting amount. is set 
i cw 


higher than without rent controj. 


Too tow maximum means could be 
swamped with appilcations for 
exceptions. 


Good for shert term ff maximum 
Increase Is ftow. 
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TABLE f1: 
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WHAT OPERATING COSTS SHOULD BE 


ALLOWED UNDER THE RENT CONTROL FORMULA? 
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Overall 
Options Comments Assessment 
Per ae areata eran ar rT Y irae emdteh nome | naib canon din irene yn rhe ath Sh So NEP TOT ern asec SNIDER CA RUNTTOP TERENAS RAEN NOE 
a. Maintenance and - Question of whether avoldable or Preferred 
repair not. option 
-~ Difficult to establish cost where 
landlord does maintenance and 
repairs himself. 
~ Problem of how to treat expected 
life of major repalrs and 
replacements. 
~ Should not fnclude anything covered 
by insurance or depreciation Cif 
allowed expenses). 
b. Administration - Difficult to establish for small Preferred 
and management owners. option. 





Difficult to apportion 
bulldings. 


Difficult to apportion 


among 


among operat- 














Subject to 
guidelines 


























Ing buliding ang other company 
activities. 
c. Property taxes ~ Question of whether al! or only part  Praferred 
should be passed on to tenants. option 
d._ortgage_nterest_= Question of whether financing arrange~ Preferred 
payments ments are operating costs. option* 
@. Mortgage princi- - Principal payments represent No 
pal payments increase fn equity. 
#. Depreciation ~ Difficult to see as operating cost. No 
- Buildings appreciate, not depreciate. 
g. Insurance - Question of whether al!, part or none Preferred 
should be passed on to tenants. option 
- Can be argued not operating cost. 
h. Utility costs - May be difficult to apportion among Preferred 
buildings or units. — option 
i. Capital ~ Can be pro-rated over expected Preferred 
improvements iife of Improvement or added option 
to buliding value or equity. 
Jj. legal fees ~ May be difficult to apportion. Acceptable 


~ Questionable whether operating cost. AO oc 
held eaececa pace alae meat tear ——————_—_—___autde lines. 
*But higher Interest payments created by owner-Initiated refinancing should 


not be allowable. 
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Another consideration when deciding on a rent control formula 


pomeranian 


of the accommodation talling short of certain standards. 


TABLE 12: UNDER WHAT CIRCUMSTANCES 
SHOULD A RENT DECREASE BE ALLOWED? 
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Options 





a. None we 





b. Poor maintenance - 
and repalrs, 
reduced services 





Overal | 
Comments Assessment 
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EasY administration. 


Unfair to gouged tenants, partial ly 
defeating object of rent controls Poor 
especialty If fandiords can reduce one 
services to reduce costs. 








crerasnaasime 


Less rent means Improvements less Preferred 
likely. option 


Housing standards enforcement with 
strict penalties might achieve 
object better. 


Aliowing tenant to repalr and deduct 
from rent would achieve object 
without perpetuating sub-standard 
accommodation, 
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c. Lack of promised = 
faclifties or 
services 





ANH ea eet 


Difficult to apportion among unlts. 


Difficult to establish If not In 
writing. 
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TABLE $3: HOW SHOULD THE RENT 
CONTROL FORMULA BE ENFORCED? 


Ray a RA re NEN HE A PRN hy ne CR RY i ae FA ETAL HES IRA NILE Mei eE nt Ae 


Overall 
Options Comments Assessment 
a. All ftandiords - Administratively prohibitive. 
“apply to board 
to have all 
rents set 
b. Landlords set ~ Administration minimized. Preferred 
own rents using option 
fares More open to violation. 


~ Would work If: 


(a) landlords file annually 


expenses and application 
of rent contro! formula 


ae rr aA OI = ETT 


extensive spot checks are 
carried out on these 
returns | 





NOTE! (b) 


(c} checks are also made when 
—~Weutd_net_work—t_checks—made 
only when tenants complain. 
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Rol backs 


The object of rent control Is to protect tenants from unwarranted 
rent Increases. {+t is generally agreed that some tenants are already 
suffering from unwarranted Increases imposed In the last 12 to 24 months, 
One of the options In a rent contro{ scheme {ts whether or not to rofl! back 
rents to protect retroactively from exarbltant rent Increases. 


TABLE 15: WHAT ROLL BACK PROVISIONS SHOULD 
A RENT CONTROL SCHEME INCLUDE? 
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— semnemiere 





























Overall 
Options Comments Assessment 

a. No rollback - Unfalr to gouged tenants, 
proviston partially defeating object of 

rent controls, 
~ Easy administratively. 

b, Rents to be - Requires landlords to give 
set back to a rebates. 
selected date Fast + for—toneands—to poitca, 

c. Rent control! - Onus on tenants to apply. Preferred 
formula imposed se option 
retroactively ~ Difficult to police. 

'" Requires iandlords to give 
rebates. 
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Many landiords are thought to have made large rent increases 
Simply to beat rent contro!s, thelr hope being that controls would not 
encompass a rollback. The provincial government bears a special respon- 
sibility here since its stow response to the rental housing problem and 
its dragging out of the rent controls debate have undoubtedly provided 


this opportunity for the more unscrupulous element among all tandiords. 
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When and how often rent Increases are allowed will have some 


Influence on the success of the scheme. 


TABLE {6: WHEN SHOULD RENT INCREASES BE ALLOWED? 
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Overal! 
Options Comments Assessment 
a. Annually on some - Ail rents [n bullding up at same Preferred 
anniversary date time. option 

~ Ties rents to untts not tenancies. ae 

b. End of fease ~ Leads to short leases unless con- No 
troilted. 

~ Tends to tie rents to tenancles not 
c. End of tenancy ~ Ties rents to tenancles not unlts. No 

- Difficult to police. 
d. When costs ~ Olfflcult to administer and No 
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Other Provistons Essential in any Rent Control Program 


When writing rent contro! legislation the opportunity can be 
taken to Incorporate any number of options concerning fandford and tenant 


relations. The desirability of a complete new look at the Issues of 





tenants! rights and landlord-tenant relations ts unquestioned, but cer- 
taln provisions are essential for a successful rent contro! system, and 


a selection of which to incorporate must be made on this basis. 


TABLE 17: WHAT OTHER PROVISIONS ARE ESSENTIAL TO 
THE OPERATION OF A SUCCESSFUL RENT CONTROL SYSTEM? 
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Overall 
Options Comments a Assessment 
a. Curbs on - Necessary to prevent retaliation ~ Essential 
evictions against tenants using the system and 
fo prevent "Black market" practices. 0 
b. Curbs on non~ - Necessary to prevent retallation Essenttal 
renewal of leases against tenants using the system. - 
c. Curbs on conver-  - Necessary to ensure maintenance of Essential 
sions to rental housing stock. 
condomin| ums - Plugs loophole which would defeat 


aim of rant control. 


A nN A fitter rate 


|. For a recent assessment see: Report of the Task Force on the Status 


eartiererthorl nett 8. =bs rare ninth mae hy 


of Tenants, Clty of Toronto, September, (975, 
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8. A Preferred Rent Control Program 
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From the above review of the many possible options and from our 
review of other proposals, analyses and rent control bills, etc., we have 
concluded that any rent contro] program for Metropolitan Toronto should 
contain the following features: (note that the overall structure of the | 


rent contro! program could apply to any municipallty, however). 


= Administration by Metropolitan Toronto through boards 
appolnted by Metro. 


- All rental. accommodation Included except publIc and non- 
profit housing, buflidings where the owner occuples more 
than 25 per cent of the space and new bulldings which 
would be exempted for the Initlal rent only. 


“ Any system Intended as more than an Interim measure should 
be almed towards the award of a "falr return" on his 
Investment to the fandfiord. Such a system could use a 
base _date accrued equity formula, with base date set 
before the recent upsurge [n housing prices (say January 








1974) and rate of return decided on examination of 
historical rates of return In the rental housing [Industry 


and other low risk sectors. 


7 Any Interim system of rent control should rely on a flow 
across-the-board maximum. We propose a ceiling of 4 per 
cent per annum, with the onus on the landlord to Justl fy 
any higher Increases to the rent review board, and higher 
Increases allowed only when the landlord demonstrates 


higher costs. 


- There should be no rollback, but rather a rent control 
formula which should be Imposed retroactively. We would 


propose a retroactive 8 per cent per annum celling on 


increases between January 1974 and the present, with the 


= Qu 


onus on the landlord to justify any higher Increases to 
the rent review board, and higher Increases allowed only 
when the landlord demonstrates higher costs. 


eee UE principal Seymore high mortgage Interest rates 





rn rr rn rental 


should not be allowable items in calculating ppersl 








The rent contro! formula should provide for decreases in 


rent In the case of poor malntenance, repairs and services. 


Any longer term enforcement of a rent control formula should 
require the tandiord to file annual returns of expenses and 


repent png ttre AA et horas ae yr reer talaga ep tmp tte ern 


application ¢ of the rent contro! formula. Extensive spot 
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checks should be made on these returns and checks shouid 
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be made when tenants complaln. 





Landiord appeals for Increases above The maximum in an 


interim system should be to the rent review board, 


Rent Increases should only be allowed annually, on some 
anniversary date. 


Any rent contro! system must Include strict curbs on evic- 
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tions, non- renewal 10? leases cand converslons To condominfums . 
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Additionally, we note: 


That any rent control system must carry stiff penalties for 
landlords attempting to violate increase formula or attempt- 
ing to draw tenants Into "black market, key~money” types 

of side payments. 


That there is no use In talking about two years of rent 
controis independent of resolution of the housing supply 
problem. Any rent control program should be {mplemented 
for the longer run, and the removal of rental controls tled 
to private market or governmenta! success in stimulating 
housing supply. 


~AQ- 


SECTION FIVE: CONCLUSIONS 


Both Implicit and explicit conclustons have been drawn through~ 
out this paper, and this final brlef section wif! pull together and 
relterate our concerns both with rent controls and other relevant 
poticies. The preferred rent control option outtined on the Immediately 


preceeding pages is repeated below as part of our conclusions. 
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Program 

Information on the rental situation ts scanty, often outdated 
and unrelfable. Despite the paucity of Information, however, [7 Is 
apparent that rent gouging Is taking place In Metropolitan Toronto and 
may well become even more prevalent In the face of an Increasingly tight 
rental market situation. This situation, espectally given the present 
context of federal anti-inflationary controls, makes rent control 
a very desirable policy option. The opponents of rent control 
have not made a convincing casa that rent controls bring destruction 
and decay in thelr wake, or that a rent contro} system cannot be 


devised which {ts effecient and fair to landlord and tenant alike. In 





light of the grim Metropol!tan Toronto housing situation and the lack 
of persuasiveness of the antl-rent control arguments, a rent contro] 


scheme Incorporating the following features is suggested. 


- Administration by Metropolitan Toronto through boards 
appointed by Metro, 


- Alf rental accommodation Included except public and non- 
profit housing, bulidings where the owner occuples more 
than 25 per cent of the space and new bulldings which 


would be exempted for the Initial rent only. 


-~4|~ 


Any system Intended as more than an Interim measure should 

be almed towards the award of a “falr return” on his/her Invest- 
ment to the landlord. Such a system could use a base date 
accrued equity formula, with base date set before the recent 
upsurge In haustng prices (say January 1974) and rate of 

return decided on examination of historical rates of return 


in the rental housing Industry and other flow risk sectors. 


Any Intertlm system of rent control should rely on a low 
_across~ ~the-board maximum. We e propose a ceiling of 4 per 
“cent per annum with the onus on the landlord to justify any _ 

higher Increase to the rent review board, and higher Increases 


allowed only when the landlord demonstrates higher costs. 


There should ba no rollback, but rather a rent contro! 


formula whitch should be Imposed retroactively. We would _ 


to justify any higher paces to the rent review board, and 
higher Increases allowed oniy when the landlord demonstrates 


_hi gha rm costs 
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should not be allowable expenses In eeneties costs. 
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The rent control formufa should provide for decreases in rent 


In the case of poor maintenance, repairs and services. 


Any longer term enforcement of a rent control formula should 


require landlords to flle annual returns of their expenses 








and apptication of the rent contro! formula. Extensive spot checks 
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Landlord appeals for increases above the maximum Jn an 


interim system should be to the rent review board. 


wAQn 


“ Rent increases should only be allowed annually, on some 


anniversary date. 


- Any rent control system must Include strict curbs on evictions, 
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non~renewal of leases and conversions to condomin niums, 


Addittonally, we note: 


landiords attempting to violate Increase Sorts or acre 
ing to draw tenants Into "black market, key-money" types of 
side payments, 


“ That there is no use In talking about two years of rent 
controis Independent of resolution of the housing supply 
problem. Any rent control program should be implemented 
for the jonger run; and the removal of rental controls tled 
to private market or governmental success In stimulating 
housing supply. 


Be The Housing Supply 


Rent control Itself Is not seen as a long term policy, but may 
become one if simultaneous efforts are not made In other directions. The 
Metropolitan Toronto housing situation Is desperate and becoming more so 
because of a housing shortage which tittle Is being done to alleviate. 
Stimufation of residential! construction and an emphasis on low~income 
housing Is essential. Rent controls should be with us as long as there 
is a severe housing shortage, and alleviation of that shortage must be 
achieved before rent controls are removed, and be achieved In a reasonable 
number of years. This task of creating the necessary housing should be 
one of the first concerns for government. 


we A Sen 


Ce Tenants’ Rights 


The Issue of tenants’ rights also requires attention at this 
time. We have proposed that curbs on evictions, non-renewal of leases 
and conversions of rental accommodation to condominiums are essential 
to a successful rent control scheme, The Issue of long-term security 
from unfair Increases is a critical one, and central to any strengthen- 
Ing of tenants’ rights. Discriminatory renting practices, standard or 
mandatory leases, collective bargaining, housing tribunals to remove all 
housing matters from the courts, are al! questions to be considered In 
order to leve} the balance of power between landlord and tenant. These 
questions should become a focus for immediate and long-overdue reform 


in this area. 


D. __ Rent Subsidies 
While rent contro!s wil] ensure that most tenants will be able 


to afford accommodation, it will not solve the problems of ail tenants. 
Many fami ites are already under budgetary stress and any rent Increase, 


no matter how reasonable, will cause reali hardship. For these familles 





A publicity and public education program }s needed In conjunc- 
tion with any rent control program, Pubite goodwill and willingness to 
make the system work depends on a thorough understanding by everyone 
concerned of thelr rights and obligations. Efficient and extensive 
dissemination of Information, especially to those sectors which may be 
thought of as hard to reach Is an Important component of the success of 
rent controls. 


tn any system, the tenant must play a major role In enforce- 


Adu 


ment, such that Information on the program, rights, etc., must be made 
available to tenants. We suspect that tenants! assoctations and tenants! 
rights organizations represent tremendous potential for best Information-~ 
giving on a dollar-for-dollar basis. This factor, taken with their 
broad role of supports to tenants, suggests that tenants! organizations 
represent a good existing community Infrastructure to encourage good 
observation of rent contro] regulations. Tenants’ organizations, 
therefore, should be eligible for financlal aid through purchase-of~ 


servica arrangements or grants as part of any rent control legistation. 


Fe Information Needs and Policy Planning 


Rent. controls are complicated to design and administer and good 
information would seem to be essential for each of these jobs. We have 
noted In our discussion of rents in the first parts of the paper, that 
almost no reliable information exists as to how rents have been changing 
over the past two years. Thus It Is difficu!t to design the fine potnts 
of any program as they relate to tenant needs. !nformation Is also 


sparse as to cost Increases jandlords have been facing. A program that 








and administrative costs must be based on good Information on costs. 


Such Informatton {s obtained at relatively little cost, when 
compared to overall! program costs, and any program of rent controls 
Implemented should provide adequate funding for in-depth and methodo~ 
logically rigorous studies of these important Issues, so that the 


Information feed-back can be an ongoing component of the rent review 


mechanism. 
GS. Housing as a Soclal Good 


The faliure of the private housing market to provide adequate 


hous!ng for Canadians In recent’ years raises major questions as to how 


of 5 = 


housing should be treated In Canada. !s housing [lke any good In a 
quasi-capitalistic economy? Or must it be treated very differently 
because of Its Importance In social welfare? 


Many will suggest that government program efforts designed 
to daal with the critical Issue ~~ housing shortage -~ should 
emphasise the stimulation of the private housing Industry. Planning 
hindrances should be ofiminated, they wili say, Incentives planned. 
And so on. 


Another perspective says that the faliure In recent years 
of the private housing market only underlines the need for much more 
direct governmental Intervention. Can fix-up efforts make the 
private housing Industry healthy? Can fix-up efforts make the badly 
bruised private rental market work? 


in our view, setting the rent contro! debate aside, implement- 





much more difficult debate, 


APPENDIX: RENT CONTROL IN OTHER JURISDICTIONS 


in a paper this stze it is Impossible to encompass a compre- 
hensive review of rent control in other jurisdictions. The following 
section, therefore, presents a very brief summary of the nature and 
experience of rent controls In selected jurisdictions. These particular 
Jurisdictions were selected for two reasons: thelr relevance to Toronto 
and the avallability of material. Rent control Is or has been In force 
in a large number of European countries Including France, Denmark, 


Sweden, Norway, and Italy, but Iittie material Is avallable on these cases. 


fA) Canada 
Quebec 


Rent controls have been In effect fn Quebec for nearly 35 
years, although [t Is only within the last few years that they have 
been expanded to include most rental units In all parts of the province. 


Until recently also the legistation was renewable each year, causing a_ 





state of uncertainty In the market. The major exclusions from Quebec's 
rent contro! fegisiation are new dwellings started after 31 December 
1973, which are exempted for five years after completion, and public 
houstng. 


The rent contro! fegistatlon Is administered by a Rent Review 
Commisston under the Minister of Justice. As well as rent increases 
the Commisston deals with decreases for fack of repalr and maintenance 
evictions and lease terminations. The tenant must Inltlate the request 
for a hearing. If no reconcl!iation Is effected, a decision ts Imposed. 
A formula, which takes account of increases in costs, is provided for 
caiculating allowable rent Increases, but the rental administrator Is 
net obliged to use It. The formula Is such that it cannot be appiled to 
new bullfdings (were they not exempt for five years) and {It cannot be 


used to calculate rent reductions for deterioration of services and repairs. 


Probably as a result of the need for tenant Initiatlon and 
the year-to-year uncertainty as to the continuation of rent controls, 
to date only a small proportion of rents have been set under this system, 
although hearings are expected to triple this year over thelr 1974 
number. ! The uncertainty as to whether the formula will be used to fix 
rent in any particular case {s sald to discourage major repairs. The 
system resuits In am unequal distribution of rents for similar units 


both among bulidings and within the same buliding.“ 


British Columbla 


British Columbia introduced rent control In 1974, during 
which year a maximum rent Increase of 8 per cent was Imposed. The 
maximum Increase for 1975 was set at 10.6 per cent. Tha rent contro! 
legislation covers the whole province, but excludes units first rented 
after 1 January 1974 (exempt for 5 years), units renting for $500 per 
month or more, non-profit and public housing and resident-owned duplexes. 
if a fandiord trles to raise rent beyond the maximum allowable Increase, 


the tenant can complain to the Rent Review Commission, which decides 





whether the extra Increase [5 Justi fled of not. The system ts admints= 
tered by the Province, under the Department of the Attorney General. 


Rent control tn British Columbia has been [n operation for 
too short a perlod to conclude what Its effects are. Although It has 
been blamedfor a stand~st! ll fn new construction and for the growth of 
a black market, It !s dlfflcult to assess the long-term validity of | 
these claims. The maximum increase formula has been said to result in 
larger Increases in some cases than would have been levied without rent 


control. A task force has been struck to fook at more flexible 
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alternatives to the present system, and new legistation is expected 
for next year. 


(g)_ United States 


New York City 

Two forms of rent regulation ara In operation In New York 
City, both administered by the Clty under State enabling leglsiation. 
The older system has been in operation since 1943, wlth various changes. 
It now covers al] bulidings rented prior to 1 February 1947, except 
those that were decontrolied under certalfn provisions. Prior to 1972, 
permisston to increase rents was obtained from the Office of Rent 
Control! in cases of new leases, Increased services or facllitles, major 
capital imporvements or landlord hardship. {in 1972 a cost-based formula 


allowing an 84 per cent return on capital was Introduced. 


The second system, called rent stabilization, was Introduced 


in 1969 and covers buildings of sIx or more units first occupled be- 





tween 1 February 1947 and i February 1974 and unIts decontrolled under 

one of the decontrol provisions. This provides for across-the-board 
increases based on costs established by surveys performed by the Bureau 

of Labour Statistics. ‘+t also allows rent Increases In cases of Increased 


services or facilities, major capital improvements and landlord hardship. 


New York City is the example to which al! opponents of rent 
control point as the dire example of what the app{ication of rent controls 
whit do to a city. Undoubtedly New York Is a city wlth an unenviable 
housing situation and huge housing problems. However [+ Is difficult to 
sort out the contribution of rent control from other factors tn this 
situation, and too faclie to attribute al! the evils of New York's 
housing to rent controf. The problem is compounded by the fact that 


until rent stabi tization was Introduced In 1969 New York's rent-control led 


wo [pan 


bulldings were Its oldest bulldings, with the problems of Increased 
maintenance and more difticult financing that age brings. Furthermore 
many of the oldest buildings belanged to fandiords least able to cope 


with the problems, the smal!, non-professtonal property owner. | 


While rent control, and paeticularly the form of rent contro] 
practised in New York, is undoubtedly a factor In some of New York's 
housing problems, the welght to be given this component Is difficult to 
determine. When Institutional lenders were questioned on reasons for not 
extending financing, emphasis was put on the age and iocatlon of the 
structure, rather than on rent eonerole” Stmifarty, area and future 
evaluation of rent revenue exerted nearly equivatent pressures to pro- 
duce negative attitudes In owners of both controiled and non-control fed 
property [in stum areas.” Rent control was also found not to explalin 
the problem of non-payment of property taxes (often feading to abandon- 
ment} and was far from the dominant cause given by owners for This 
phenomenon.” Others have pointed out that New York experienced tremendous 
overbuliding of rental housing In the 1960's, even though rent controls 


were In effect at the time. 


Massachusetts 


State legisiation enabling municipalities to estabilsh rent 
contro} was passed In 1970. Various municipalities, Inctuding Boston, 
Cambridge and Brookline have taken advantage of the enabling jaw. 
Exempted from rent control are units completed after 4 January 1969, 
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Housing and Development Administration, Department of Rent and Housing 
Maintenance, Office of Rent Control, New York, 1972, pp. 452-503. 
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Mark Ricketts, Rent Controls: How Well Do They Really Work?” 
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public and non-profit housing,owner-occupled two and three-family houses 
and co-operatives. Once rent control Is adopted, rents are rolled back 
to their level six months prior to adoption. Adjustments to thls rent 
can only be made with permisston from the rent contro! office and may be 
a general adjustment or an fndividual adjustment. Landiords, tenants 
and the rent contro! office Itself can initiate hearings for individual 


adjustments. Evictions are only allowed for specifled reasons. 


The formuta used for setting rent Increases varles with the 
municipality, but 1s desIgned to assure the landlord a “fair net operating 
income”. This means that operating costs, facilities and services and 
capitat Improvaments are taken Into account In the formula. New bulidIngs 
did not decltne In the controlled areas following the introduction of 
rent control. The Issue of building permlts for repairs has Increased 
since rent control, although this may be attributable to the administra- 


: } 
tive procedures under rent controj{ rather than an Increase {In repalrs. 





(O} Great Britain 
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Some form of rent control has been enforced In Britain since 
1915. In 1965 a new Rent Act was passed to replace the previous rigid 
rent control. Not all formerly controlled units were brought under the 
new Act Immediately, but by 1975 all eligible units wili have been 
phased In. The major exceptions to the new falr rent regulation legis- 
lation are furnished unIts and units above a certain assessment value: 
public housing Is Included. 


Under the British system rents are frozen at their level at 


the time of enactment, and thereafter elther a landlord or a tenant who 
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cannot reach agreement on rent can apply to have a "fair rent" established. 
“Fair rents” are also fixed as unlts controlled under the old act are 
brought under the new. The rent established Is then In force for three 
years, unless a change of circumstances or special grounds allow an 
alteration. 


The legislation Itself nowhere defines a "falr rent", but 
merely glves some very general quidetines. The detinition [s left to 
the rent officers appointed by the borough or county council, Appeals 
of the rent officer's deciston can be made to a rent assessment committee 
in each area. The rent regulation measures are coupled with rent 
subsidies for the needy. There is nothing In the legistation to ensure 
repairs and malntenance. 


Most evaluations of the British housing situation focus on 
London, with little appearing on the situation In the rest of the country. 
According to Mandelker, ignorance of their rights and fear of the conse- 
quences have been two factors Inhibiting tenants from asking for fair 
rents to be estabilshed. Those who have approached rent officers have 





shown as much concern for the standard of accommodation as for the level 
of rent operative. | London suffers from a badly deterlorated housing 
stock, and withdrawal of private bullders (although not of public 
butlders)} and of a number of units (many of them standing empty) from 
the rental market, As In the case with New York, however, the dearee to 
which these phenomena can be attributed to rent contro] and which form of 
rent control, has not been established. Especlally since rent controls 
apply to nearly all rental housing In Great Britain, and stnce London 
atone ts singled out as negatively affected by rent controls. {+ seems 
more plausibleto attribute these problems to a more generalized urban 


decay process experienced by London as one of the worlds largest and 
oldest cities. 
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